‘ Approved For Release 2001/12/04 : CIA-RDP82S00697R000300020006-9 ™. _

UNITED NATIONS

PROVISIONAL
) ‘ = For participants only
7 *A/CONF.62/C.1/SR.6
oaad  ON THE LAW OF THE SEA o ORIGINAL: ENGLISH
Second Session
FIRST COMMITTEE
PROVISIONAL SUMMARY RECORD OF THE SIXTH MERTING
Held at the Parque Central, Caracsas,
on Tuesday, 16 July 1974, at 3.10 p.m.
Cheirmen: | M. NGO ‘United Republic
- . " . - of Cameroon
Rapporteur: Mr. MOTT o ~ 'Australias
CONTENTS

Statements on the international régime and machinery'(continued)

Corrections to this record should be submitted in one of the four working languages
(English, French, Russian or Spanish), preferably in thé same language as the text to
which they refer. Corrections should be sent in quadruplicate within five working days
to the Chief, Documents Control, Room 9, Nivel Lecuna, Edificio Anauco, and also
incorporated in one copy of the record. o

AS THIS RECORD WAS DISTRIBUTED ON 18 JULY 19TL, THE TIME-LIMIT FOR CORRECTIONS WILL
BE 25 JULY 197h. . S ; . : _

The co-operation of participants in-strictly observing this time-limit would be
greatly appreciated.

C-5173 _ , /oo
Approved For Release 2001/12/04 : CIA-RDP82S00697R000300020006-9



Approved For Release 2001/12/04 : CIA-RDP82S00697R000300020006-9

AJCURT.62/C.1/SR.6 el

Fnglish ",

~

Tage =

STATEMENTS ON THE INTERNZ1IOKAL REGIME ANL MaCHINEsY |contiinued)

Mr. RATINER (United States of America) said he wished to remind members that
the mandate of the First Committee did not include the elaboration of treaty articles
for the control of activities in the waters superjacent to the international sea-bed
area by the régime and authority. That matter fell more properly within the mendate of
the Second Committee. He appealed to delegates to refrain from proposing such aerticles,

so as to ensure the continued co-operative spirit of negotiation in the First Committee.

Mr. RANA {Nepal) said that the scope of paragraph 5 of the Declaration of
Principles contained in General Assembly resolution 2749 (XXV) included the concepts of
participation by all coastal and land-locked States in the establishment of the régime
and authority to govern activities in the intermational area, and of an equitable
sharing of benefits. That resolution cleerly indicated that the area governed by the
international régime and the limits of naticael jurisdiction were interrelated.
Inasmuch as participation in the international area was open to ell States, the extent
of national jurisdiction should not Jeopardize the economic viability and potential of
the area covered by the ipternational régime. The internationasl sarea should be as
large as possible. He supported the idea of esteblishing an international authority,
but pointed out that it would be meaningless to do £o unless the internstional area was
economicelly viable. All States shouwla be represented equally in the suthority; the
land-locked States mus® heve adequate and proportionate representation in the proposed
Council and should participate in any decision cu matters of substance involving their
righte and interests.

The authority should have comprehensive powers so as to ensure that the
exploration, exploitation and menagement of marine resources would benefit all mankind.
It should carry out the work of exploration snd exploitation directly but, during an
interim period, it could be suthorized to work in collaboration with other specialized
agencies or to grant licences to States, individuals or bodies corporate to carry out
such work on a revenue~sharing basis.

The benerits dsrived from the international area should be shared by all States
equitebly, with particular consideration being given to the needs and interests of
the least developed countries in eccordance with General Assembly resolution 2749 (xxv).

/ se
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As a land-locked country, Nepal attached greet 1mportance to the right of:land-
locked countries to free access to the 1nternatlonal area. The coastal States should
have no difficulty in providing transit facilities to ensure equal participation by

land~locked countries in the work of exploring and exploiting the area.

Mr, PEDERSON (Denmark) said that the recognition of the existence of an area

. of the sea~bed and ocean floor beyond national Jurisdiction implied that internationally
recognized criteris must be establlshed to delimit the aree precisely. Although his
delegatlon had prev1ously favoured a comblned depth . and dlstance criteriom, the
mapping of the sea—bed was not yet sufflclently complete to allow reliance on a depth
crlterlon. Consequently, the adoptlon of & distance criterion of up to 200 miles from
the’ basellne for dellmltlng the sea-bed area under national Jurisdiction would be the -
most reallstlc approach. That approach would lesve to the international community as
well as to coastal utates 51zable areas of the continental slope and rise and would tend
to counterbalance geographlcal dlfferences between countries in respect of adjacent
submerged land. One problem that might require special considerstion was the:-
p0551b111ty that some countrles would be deprived of their rights under the Convention:-
on the Contlnental ShelI in respect of that part of the shelf extending beyond- the
200-naut1cal-mlle llmlt. The scope of the régime should include only the deep-sea ares
and its subs01l beyond natlonal Jurlsdlctlon and not the superjacent waters. - S

of the three systems of exploratlon for and exploitation of resources dontained
in the draft artlcles prepared by the Worklng Group, his delegation favoured a mixed
system under which the 1nternatlonal authority, States and private compenies would all
be given an opportunlty to exp101t marine resources. Although it might seem natural to-
confer exclus1ve rlghts of exp101tatlon on the authority, it hed to be admitted:that the
- technological skill and financisl means required were avallable in only a few of the
most developed countries. The régime must take that fact 1nto account and must level .
out as.fast as possible- exlstlng dlfferences 1n capabllltles. The system should prov1de'f
for .the transfer of technology t6 the euthorlty, pos51bly as a condltlon of granting .
licences. The distribution of revenues from the authorlty should not begin before it
had amessed sufficient capltal for ‘Sea~bed exp101tatlon. The llcen51ng system proposed
by the representative of the Unlted Klngdom would ensure the orderly development of .

fud K
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see~bed resources and would reserve areas of the sea-bed for later exploitation by the
authority and by countrles vhich did not yet possess the necessary technological or
financial means.

Although his delegation's position on the competence and structure of the
authority was rather flexible, he emphasized that it should be concerned exclusively
with exploration for and exploitation of the sea-bed resources of the international
area. There seemed to be general agreement that the principal organs should be an
assembly, a council, a secretariat and e tribunal. Every party to the international
sea-bed convention should heve one seat in the essembly, which should be the supreme
organ of the suthority, competent to discuss any matter within its terms of reference
and with power to discuss and outline the guidelines for its policy. The assembly
should elect the members of the council and approve its budget and reports. Each
member State should have one vote; decisions should be taken by a simple majority.

The composition of the council must reflect the diverse interests of States parties
to the convention. There should be equitable geographical representation with special
regard to the developing countries, and special provisioms must be made for States that
had established a sea~bed technology. To ensure due regard for the interests of
coastal States in activities in their adjacent waters, countries with long coastlines
or large shelf areas must be represented on the council. The council should have no
bowers other than those expressly conferred on it by the convention or the assembly.
Its most important function would be to administer the licence system. Decisions on
matters of substance should be taken by a two-thirds majority; some kind of
cumulative majority might also be considered in order to secure the interests of one or

several small groups of countries.

Mr. JEANNEL (France) observed that the Committee's task was made difficult

by the fact that the subject of its discussions did not yet have concrete existence. No
industry had yet extracted nodules from the sea-bed to convert them into useful metals.
Nevertheless, if theory was to be translated into practice, abstract approaches nmust
be compared with reality.

Two sets of problems were to receive priority attention from the Committee in its
informal discussions: the economic implications of exploiting the resources of the
sea-bed, and the drafting of rules to regulate mining in the area beyond national

Jurisdiction. He suggested that two other subjects should receive particular

leoe
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consideration: a more detailed exchange of views on the~stru¢turé.of’theminternational
~authoripy:t6-administer the "internstional régime, and the delimitation of areas in which
exploitétiéﬁ~could.proceed. The Committee must consider: whether all areas beyond’
nat;onal Jurlsdlctlon should be open for exploitation or extraction should be . _
'concentrated in one or more very specific. areas. . There was. also theﬁquestlon whether
parts of the areas defined should be rTeserved for future explcitatioﬁ._ The answers .

to those questions would undoubtedly“make it possible to take into account the fact that
the developing countrles must be left attractive flelds of act1v1ty for the tlme when
they would acqulre the necessary technology.

: Mr.;SORIANO (Philippines) said his delegation wished to raise two vital
‘points: the limits of the international aree, and the extent of the internstional
authority's participation in the exploration -and exploitation of the resources of the -
sea~bed. - : :
The. extent of the international area was directly linked with the breadth of the
:territorial sea - an issue that had yet to be regolved, He reiterated his country's
‘special interest in the mattér, 85 set-out in document A/AC.138/SC.II/L.15. His
A_delegation also sought recognition cf“its historical right to it 8 ‘perritorial sea. The
preservation of the political and ecOnomlc unity —~and of the vecurlty of an archipelagic

“~mState,wthe preservetion of its marine ‘environment and the exploitation of its marlne

resources. Justified the: inclusion of the waters inside an archipelago in the Waters under
the soverelgnty of the archipelagic State and the recognltlon that those waters had
' specxal_status. ‘

The international authority must be effectlve, it must function under s mandate
glven by all States, it should have authority to exploit resources. directly, and its
decision-making and legislative powers must not be subject to veto by any State. . Its
effectiveness would depend on its ebility to ensure the‘orderly:and safe development and . .
rational management of the area and its resources. It must ensure that States would:
recelve equitable shares in the benefits from the area, taking into consideration the
interests and needs of the: developing countries in keeping with the Declaration of .. -
Principles contained in General Assembly resolution 27h9 (XXV). His delegation. favoured
the suggestion thet the international authority should consist of the following: - an
&ssewbly with supreme authority, composed of‘representatives‘gf all member States; a

: feee
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council of restricted membership baced on equitable geographical representation to
execute policy decision; a secretariat composed of international civil servants to
service the organs of the authcrity; and & tribunal for the settlement of disputes
between member States or between a member Statc and the suthority. The suthority should
have the right of direct exploitation although, in the early stages, it should be

authorized to grant exploration licences.

Mr. DORON (Israel) observed that the motto of "liberty and collaboration”
put forward by his delegation in the plenary Conference wculd aptly apply to the
problems of exploring for and exploiting the resources of the sea-bed and ocean floor
beyond the limits of national jJurisdiction. He supported the idea of estsblishing an
international régime and authority and favoured the proposal to establish the authority
in Jemeica. Great care must be taken in laying the foundetion for a new international
régime; the functions and authority of the international authority would have to be
considered and defined very thoroughly. In so doing, a distinction must be made
between the problems of the status and structure of the sauthority and those’of its
functions and powers.

It wes clear that the suthority would be active in the wide and open oceanic
spaces, rather than in such limited and encloséﬁ'areaﬁ,gﬁi for example, the
Mediterranean. As s developing country labouring under obvious geographicel
dissdventages but endowed with some technical knowledge and technological caﬁacity, his
country looked forward to participating in the work of the new authority which would
open wide prospects even for small countries. Every State should have the right to
participate in the venture and to share equltably in any benefits derived from its
activities and from the exploitation of what was already penerally recognlzed as the 7
common heritage of mankind.

A number of interesting proposals had been put forwvard concerning such questlons
as the structure of the new guthority, and it hed been stressed that there must be no
diserimination against any State. Although the principle was & laudable one, he
reminded the Committee that even such laudsble ideas as that of equitable geographlcal
representation contained the seeds of discrimipation if they were applled in such a way
as to allow the majority of States in a region to exclude oﬁhefﬁ from participsation '
in the group, thereby preventing their election or selection to any‘function.- That
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and similar pitfalls should be avoided. His delegation considered that the structure
- of the new hody should bhe 81m11ar to that of ex1st1ng internstional 1nqt1tutlons
concerned with financisl, economic and commodlty affalrs. and not in accordance w1th

political stances and prejudlcee.

The CHAIRMAN gnid thefrenresentative of the world federation of United
Naticns ASSOCl&thJS had asked to maka a statement. If there was no objections, he
would take it that the Coumittec. scceded to the request.:

It was so decided.

. Mr, OGLFY (Wbr1d Federatlon of Unlted Nations éaeoclatlons) said that the
ventral concain of tha organizations he represented vas to promote the creation and
development of world institutions capable of adequately fulfilllng world needs. The
representative of-the International Occan Institute had ﬁlghtiy argued that the need
to embody the concept of the commoa heritage of mankind in efrectlve 1nst1tut10ns
requlred a multipurpoae ocean space régime and machinery, of whlch a sea-bed authority
would be a BQD’”H‘”?tP constituent, Neveptheles:, the seawbed authcrrty would heve
signlxlcant functlons and would dispose -of qubstantial resources, as had been indicated
in document A/LONF 62/25. An organizetion of guch potential fully merlted the care
that the Commlttee wes gilving to the details of it structure and functions.

He aubmltted that the tnree»tler systen proposed‘by some States would be
¢nadequate.’ wald create a mosaic of dlfferent Jurisdlctlons in the international .
area; the resart could he chaos and even conflrct. It coqu put the few existing
companies in an excessively strong barga1n ng positlon and mﬁght force Governments to
compete in offerlnﬂ thoss ¢ “anles easy terms to ensure rapld exp101tat10n of the
'blocks of the commen heritoge ares allccated to uhem, fho e Governments might be
handlcapped in the negotlating 3 ocess by their unfamillarity with technlcal matters,
Many mlght find great difficulties in supervising, regulating and enforcing the terms
of agreements in blocks of sea far distant from their own terrztory. All those
functions could be performned more competently by the. authority itself, which should be
egble to treat directly with any enterprise, public or private, that partlclpated in

mining operations in the area.
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He suggested that, in order to increase the likelihood that the inevitable
development of the authority would be in the direction ..:s members would wish,
provision should be made for automatic periodic revievw and eppraisal of its structure
and evolution by an independent team of assessors appointed by its plenary body. The
report of the assessors would not have any legal effect, but would focus attention on
the way the euthority wes responding to changing circumstances and needs.

An effective voice should be given in the authority to non-governmental

organizations representing both interests and opinion.

Mr. LYNN (Burma) said his delegation associated itself with developing and
other countries in firmly supporting the principle that the sea-bed and ocean floor
and the subsoil thereof beyond the limits of national jurisdiction, as well as the
resources therein, should be the common heritage of mankind. In order to ensure that
the common heritage of mankind did not become the common heritage of multinational
corporations, all exploration and exploitation in the international sea-bed area
should be properly controlled, if not carried out, by an international organizetion.
The orgenization or authority should possess very comprehensive functions and powers,
including the power to explore and exploit. It cculd be left to the authority itself
to decide whether to exploit the international sea-bed ares directly or through
contractual arrangements.

The composition of the authority should be subject to the principle of equitable
geogrephical representation; no single State or group of States should have an
entrenched position in any of its decision-making orgaens. Each member should have
one vole,

The resources of the international sea-bed area should be controlled by the
international authority, which should have the right to determine how the benefits
derived from exploitation were to be equitably distributed among all countries of the
wvorld.

The international sea-bed area should be u-~ed exclusively for peaceful purposes.

Mr. VILHJALMSSON (Iceland) said his delegation's position was based on its
understanding that the essence of the Declaration of Principles was that the resources
of the sea-bed beyond the limits of national jJurisdiction should be exploited for the
benefit of all menkind, but especially for the benefit of the developing countries.
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The pressures of technological development and the realities of the world econony, and
the arguments put forward to support an authority not ecceptable to most of the
developing nations, were not polltlcelly decislve. The authority should be strong, and
should have,the power to explore and explort the resources of the sea-bed and to make
contreacts. Althongn he favoured machinery that would guerantee the rapid development
of 8 rational exp101tat10n of sea-bed resources, he would favour limited act1v1ty in
the initiel stage if it came to a ch01ce between thet and 1mmed1ate extensive .
exploitation. He saw no reason why the Conference should not produce a package deal
in which the interests of retlonal management end the wishes of the community of
developing natlons were both catered for,

Aﬂcordlng to the Declaration of Prlnciples, the 1nternet10nel regime to be
established would apply to the sea~bed sres beyond the limits of natlonel Jurisdiction.
Support was growing for the establishment of economic zones up to 200 miles from the
appropriate beeelines. One group, of Stetes had important 1nterests connected with the
exp101taulon of sea-bed resources on thelr coestal shelves beyond that limit. The
problen mlght be solved by some system of revenue-sherlng. He stressed that the
Decleretlon of Prlnclplee did not epply to the superjacent weters of the international
sea~bed area. It was nelther p0551blc nor deelreble that the 1nternet10ne1 régime
should apply to those wvaters. Fishing for semi~-migratory, migratory and anaaromous
~ species out51de nationel. zones was closely linked with fishing for them inside those
zones, Consequently, 1nternat10nel co—operatlon for the conservatlon of those
fisheries should be a subject of reglonel arrangements or even special international
agreements. The factorc to be taken 1nto account in the negotiet1ons on such
agreements were not the same as those associated with the sea-bed régime and should not
be discussed 1n the Commlttee. o

Mr, ARSENIS (United Nations Conference on Trade and Development), presenting
the three econometric studies prepared by UNCTAD, said he felt that they needed some

~ introduction because they had been distributed rather late and some of them were not

.. evailable in all the working langueges. He proposed to explain the reasons for certain
-eonclusions reached by UNCTAD on some of the items before the Committee.

leo.
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Work on mineral production in UNCTAD went back many years in the context of
commodity arrangements and more recently as a result of General Assembly resolution
2750 (XXV) end UNCTAD resolution 51 (III) in which the UNCTAD secretariat was invited
to continue studies of particular commodities and to study measures necessary to
avoid the adverse economic effects which the exploitation of the sea-bed might have on
the prices of minerals exported primarily by developing countries. Econometric
studies were labour-intensive, subject to serious technical difficulties and time-
consuming. Three had been done so far - on cobalt, manganese and copper - and a
fourth, on nickel, was in process of completion. The four had still fo be integratéd
into a consistent whole, teking account of certain new conditions in the present
world economy.

Starting with cobalt, he said that although the paper secemed technical and the
model described rather complicated, the genersl framework was simple. It had been
assumed that the demand for cobalt was essentially a function of the gross domestic
product (GDP) of developed countries and of a weighted lagged price structure: in
other words, both the price and the level of economic activity in the developed
countries affected the demand level.

Concerning supply, two separate assumptions had been made. First, all producers
except Zaire - which was the mejor producer - had been assumed to supply resources on
the basis of a historical time trend. An assumption kad also been made concerning
support of cobalt prices in the United States, but that was & minor aspect of the
model. It had been assumed that the supply from Zaire was an equilibrating factor and
would be equal to the difference between total demand and total supply from other
producers. Secondly, it had been assumed that pPrices were determined by factors
related to the ratio of supply of cobalt by producers other than Zaire to total demand
and the ratio_of United States stocks to world demand.

The model had been tested against the historical behaviour of the commodity and
found satisfactory and it had been projected forward on the basis of the assumptions
concerning the GDP growth rate of the world economy, using primarily projections by

the Organization for Economic Co-operastion and Development (OECD) on the GDP of its
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member countries and projections by the LINK Project, an international endeavour by
national inetifﬁtione under the auspices of Pennsylvania University in the United _
States, the International Monetary Fund snd UNCTAD. On the basis of those assumptions
the forward projection was e production growth rate of about 6. 5 per cent and a
consumption growth rate of about 6.3 per cent, w1th the price of cobalt projected
forwerd.to increase at 1.6 per cent per annum - the real brice: nemely, the price
relagted to other metal prices. The developlng countrles earnings were projected at
about - $240 milliom: N o » .
| Those projections were all based on the assumptlon that there would be no sea-bed
production. .

On the assumption that sea~bed production WOuld have begun by 1980, low, medium
end high assumptions had been mede concernlng the growth rate of cobalt production
from sea~bed mining, on-the basgsis of an earller report by the Unlted Nations
Secretarist. In the llght of recent aeve]opments, however, it seemed that those
assumptions were too optimistie in the short run ‘and too pesszmistlc regardlng the
first-five years of the 1980s, and that the prellmlnary results mlght exaggerate the
short-term impasct of sea~bed mining and underestlmate the long—term 1mpact on the
production of similer commodities in the’ developlng countrles. B

On the basis of the medium assumption that about T mllllon metrlc tons would be
extracted from the sea-bed by 1980, tuhe model had been re-run to determlne the impact
of that additional supply on prices, total productlon and developlng countrles' export
earnings. The results showed that sea-bed productlon would heve a very small impact
on the price of cobalt. Most of the adjustment would be effected through cutbacks
in the production of land-besed producers - primerily Zuire - and the developing
countries' earnings would be reduced from an estimated $2ho mllllon ‘projected for 1980
in the absence of sea~bed production to $18h mllllon. However, the total grosg income
from seae-bed mining would be about $46 mllllon, which would not be enough to compensat. .
cobalt producers' losses or even compensate Zalre, which alone would lose about
$32 million,
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With regard to the second study, manga: ese was a difficult commodity to put into
e quantitative model because of the particular oligopolistic nature of the market
and because prices played a very small part in demand. It had simply been assumed
that the annual consumption was related to ferroalloy and steel production of consuming
countries: in other words, demand was insensitive to price. Production of manganese
ore had been assumed to depend or production capacity in the mangasnese ore industry;
and in the long run the economie capacity of the manganese ore industry was supposed
to be influenced by distributed time lags in the price structure of manganese. The
change in commercial stocks was determined by aggregate production, aggregate
consumption, net imports from the socialist countries and changes in United States
Government stocks. The price was determined by lagged commercial inventory and by
United States Government stock changes. It was a compliceted model, but basically
what it meant was that demand depended on levels of activity in the steel industry.
Supply was insensitive to price changes in the short run but sensitive to them in the
long run. From year to year the price of ore was primarily determined ty inventcry
changes in the world economy. Under similar assumptions concerning the GDP growth
rate of developed countries and hypothetical assumptions concerning the rate of
sea-bed production, the following projections hed been made for 1980: without
sea-bed mining, demand would increase by 5.8 per cent per annum, production would
increase by 4.2 per cent per annum and there would be a price reduction of about
1.1 per cent per annum. The developing countries' export earnings would increase
at about 3.1 per cent per annum, reflecting a combination of the increase in over-all
demend and the decline in price.

On the medium assumption of manganese production from the sea-bed, land-based
production would increase much less: there would be a cutback in production and
the increase would be only 1.5 per cent. The impact on prices, however, would be
rather limited - a projected decline from 1.5 to 1.1 per cent per annum. Developing
countries' export earnings would decline to about 2 per cent per annum. The totsl
loss to the developing countries would be about 30 per cent of export earnings

from manganese ore.

Approved For Release 2001/12/04 : CIA-RDP82S00697R000300020006-9
/oo



Approved For Release 2001/12/04 : CIA'RDP82800697R00030005?88ﬁ5‘?6g/c.l/SR.6
English -
Page 13 _
(Mr. Arsenis, UNCTAD)

He emphasized that those results depended eritically on the assumétions in
the model regerdlng supply behav1our of land-based producers.“ The developing countries!
losses because of” 1ncreased suppllee from the sea—bed would be about 50 per cent of
the grbse “velue from sea-bed productlon As in the case of cobalt, gross revenue
represented” gross earnlngs without deductlon for operatlng coste, depreciation, -
amortization and return on capltal. The prospects of compensatlng the developlng
countried for their loss of export earnlngs solely from sea—bed manganese production
did not seem very brlght

With regard to copper, ‘the subject of thu tulrd study, a number of dlfflcultles
had been’ encountered in settlng up a satlsfactory model. UNCTAD had been involved
““in the problem since '1966.  The basic dlfflculty was the exlstenCe of two markets
which ‘Were not’ perfectly connected the New York cotper market on whlch producer
prices iwere fixed on the basis of medlumpterm targets, and the London Metal Exchange'
market, on Wthh prlceu fluctuated con51derably 1n the llght of short-term .
avallablllty and’ demand 1n the world economy. There was thus a great dlfference
between asoumptlons of sea—bed productlon based on the New York and on the
London market. 1 .

On the ba51s of the prev1ous assumptlons concernlng the developed countrles'
GDP and the medium assumptlon concernlng sea-bed mlnlng, forward rates of 4.3 per cent
per annum’ for productlon and 4 per cent per annum for consumption had been projected,.
with an increase in prlce of 3.5 per cent per ennum for London and 2.6 per cent
for New York - without sea—bed productlon _ . o '

Assumlng supplles from the see-bed, prlces would fall by 2.2 per cent for |
London end 1 per cent for New York

Another dlfflculty was allocatlng potential 1oeses between developed and
developing copper-produc1ng countries, The results of studies showed a reductlon 1n
developlng countrles' export earnlngs by $194 million - about 60 per cent of gross -
earnlnga projected forward from sea—bed mining. It wes doubtful therefore, that
the gross sea~bed revenue could fully compensate the developlng producer countries'

potentlal losses.

R
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(Mr. Arsenis, UNCTAD)

That, roughly, was the substance of the papers submitted by UNCTAD,

He gtressed that the studies were reslly hypothetical projections on-the basis
of meny assumpfions The results that were valid. irrespective of assumptions
concerning the rate of growth of sea-bed mining or of activity in developing countries,
were the follow1ng- Firat, sea-bed mining would bring direct beneflts to consumers
of the minerals concernhed, who were by and large the mineral-using 1ndustr1es in the
developed countries. Secondly, the main consequences of gea-bed production for
land~based producers of the minerals concerned would be that total export earnings
would grow less rapidly than otherwise and might even decline. Thlrdly, the 1mpact of sea-
bed producticn would [oobably be-particulasrly adverse for aeveloplng producer countries
becaure th’y depended more on the minerals concerned for export earnings and government

revinue than did the developed producer countries, Fourthly, the compensatory approach,
namely to compensate the developing producer countries affected by sea-bed production

for the estlmated adverse impact on export earnings was unworkable because the sea—bed
authority would not have enough funds if they were confined to the net revenue from
sea-bed exploitation. Fifthly, if the developing producer countries were to be
compensated for potential losses and adéquate revenues became available to other
developing countries, firm preventative arrangements would have to be made in advance
of production of sea-bed minerals, arrangements which could include either commltments
by developed countries to make good the shortfall between export earnings of the
proposed international authority and the amount needed for compensation, or the
establishmentAof a Tloor price for mining pro&ucts from sea—ﬁed production.

If he had any particular message, it would be the following: sea-bed production
would add new supplies to the¢ world; it would be very difficult to settle the
organization of sea~bed production satisfactorily without teking account of land
production, which would provide the bulk of resources for years to come, and it would
be difficult to reach an arrangement without having solved the organization of
production on land. As a result of the dcclaration made'by the Sixth Special Session

/- .8
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of the United Nations General Assenbly, the UNCTAD secretarlat was working on the
possibility of a comprehensive commodity approach which would 1nclude 8 nuﬂber of

commodities and would take account of sea and land sources of supply.

Mr. RATINER (United States of America) seid -that the UNCTAD report under
discussion was so important that there should be & full discussion of it during the
Conference. .He hoped that the UNCTAD yepresentative's statement could be reproduced
in extenso in the records so that representatives could study and comment on 1t.

His delegetion had difficulty with many of the assumptions in tyg:repgrysﬁ—
fot example, that sea-bed mining would directly benefit consumers mostly in the
developed countries. The users: of mwanganese nodules were often the developing
countrles: he questioned the statement thet it was mainly the mineral-using industries
thaffwould benefit from lower prices. Sea-bed production must be planned: it would

be difficult if a start were made on erroneous or hypothetical assumptions.

The CHATRMAN said that if there were no objections, he would take it that
the Committee was in favour of the reproduction in extenso of the statement by the

UNCTAD representative.
It was 80 decided.

Mr. ARSENIS (UNCTAD), replying to the United States representative, seid
thaﬁlhis conelusions aid not depend on particular quantitative assumptions in the
econometrlc models, but on the fact that with the addition of the new source -of Bupply
to 1and4based supplies, prices would tend to fall. If the demand. elagticity were less
thah one, total revenue of all producers would be less; if demand was price-elastic,
total prnces would be more than before.

The problem was that the additional gross revenue of sea-bed mining might not
be enough to compensate for the loss of proflt of land producers.

He agreed that the technical studies Wwere very tentative:  no figure was
proposed for a possible shortfall in 1980 1985; only the. direction was 1nd1cated,

and whether it would be minus or plus.

o
> .
.
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(Mr. de Soto, Peru)

its report on the effects of possible exploitation of the sea-bed on the earnings of
developing countries from copper exports (TD/B/L8YL, para. 18), the UNCTAD Secretariat
stated that the effects of possible exploitation of the sea-bed on the copper market and
on the export earnings of the developing countries would depend on the intensity of
such exploitation and that that intensity, in its turn, would depend firstly on the
measures taken by national or international authorities to regulate such exploitation,
and secondly on the relationship between the costs of exploitation and the market
prices for the metals concerned. That information was also based on two reports of the
Secretary ‘General (A/AC.1/138/36 and A/CONF,62/25) in which it was stated that there
were a number of reasons why it was difficult to compare the relative costs of sea-bed
and land production, It appeared that a great many of the possible dangers were
unknown, because much of the information was still secret end based on a series of
imponderableg,

He asked the representative of UNCTAD what would be the influence or repercussions
of progress in exploitation techniques on normal sea-bed production, Would it increase
production and have a greater impact on prices from land-based production?

Mr. ARSENIS (UNCTAD) seid that he could not answer that question fully
because no information was available and the technology was changing rapidly. The
international community might therefore wish to adopt a flexible approach in the light
of technological progress. While such progress would be welcomed, no one wanted
sudden disruptions in the world market; an orderly introduction of technology and an
equal distribution of the resulting gains was preferable.

When referring to costs, the UNCTAD secretariat was referring to shadow prices -
rather than ectual prices - which reflected the real situation in each State. In
developing countries, prices did not reflect the real opportunity cost. For example, in
Zambia the opportunity cost of s miner was nil. Whatever he produced would be a net
Zain for that country. On the other hand, in a developed country the opportunity cost
of a similar worker might be as high as his salary. The cost used should therefore

>e based on shadaw prices.

tir, THOMPSON-FLORES (Brazil) said that from what the representative of UNCTAD
hiad said, it was undenisble that sea-bed production implied a decresse in the income of
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(Mr. Thompson-Flores, Brazil)

land~based producers. Fufthermore, compensation machinery would be difficult to

establish and malntaln and any progress in technology would increase the existing gap
and make compensation even more difficult. His delegation believed thet e gystem of
compensatienﬁwouidfbe unjust, since the authority's money, which ought £§”be used in
the interest of all mankind, would be used to compensate only some develeping coﬁntries.
His délegation also could not aééépﬁ'ﬂhe srgument that in the long run benefits would
accrue only to the consumer of the ‘finished product.

© With respect to the extent of the authority's power to act effectively in global
eommodlty arrangements, it appeared that the authority would have to regulate all
markets and perticipate in the activities in association with those extracting»and
marketing the minerals, especially since many of the entities that would be engaged in
exploitetion were based on vertical integration.

 Mr. VARDAN (Indla) saldethat as a major producer of mangenese and &s & developlng
country which 1mported copper and other minerals, India was vitally concerned with the -
issues ralsed. The 1nternatlonal communlty did not appear to have two slternatives, as
the representatlve of UNCTAD ‘had sald, since it would have to sustain prices because
the evidence showed that the mineral resources of the oceans were vast. The point in
doubt was how much of those resources were economically exploitable. As soon as
technblqgieal:progress made it possible to exploit those resources, a free market
situatign would bring sbout the replacement of land-based. production by sea~bed
productlon. The authority should therefore be given wide powers to maintain prices,
because i prlces were allowed to fall compensatlon would have to be sought for the
developing countrles. The authority must accordingly have the power to regulate
production and prices,and £o generate funds while taking advantage of iechnological
progress. That was‘pertieularly important because in most commodities, per capita
consumption'wes much lower.in the;de#eloping countries,

Mr. ALLOUANE (Algeria) said thet all the documents available suggested that the
beneflts to be acqulred from sea=bed production would not serve to compensate the
land-besed progucers. Those reports, however, did not suggest the sustaining of prlces
as a preventive measure and he therefore asked the representative of UNCTAD to comment
on & possible fund, to be administered by the suthority, for guaranteeing prices.

/oon
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(Mr. Allousne, Algeria)

Furthermore, the representative of UNCTAD had said that additional consumption by
consumer countries would benefit the developing countries. His delegation wondered in

what way e . .oumer svrplus woulid benefit developing countries.

Mr. ARSEHIS (UNCTAD) said that the UNCTAD secretariat was largely in agreement
with what the representative of India had ssid.

) He pointed out to the representative of Algerie that the UNCTAD reports did in fact
emphasize & preventive arproach, i.e. guaranteed prices, which meant that prices should
not be allowed to fall below an internationally accepted level. The UNCTAD secretariat
had felt, howevor, taat it should inform the Committee of possible alternétives. While

5 felt that the price~-suppo.ut approach was r-~ferwsle, it had to point out that that
had not been agrzed upon, in principle, by the international community, That approech,
however, hai geinsd p--litical momentum as & result of the Sixth Special Session of the
General Assembly, but there had been reservetions expressed on that aspect of the
Declaration on ths Fstablishment of e New International Economic Order (General Assembly
resolution 2201 (2-vI)).

He had not el:storated on the comprehensive commodity approach beczuse it had not
as yet been discussed by UNCTAD members but would be taken up in August at the
fourt-enth session of the Trade and Development Boerd.

In its report to the Sixth Special Session of the Generel Assembly, UNCTAD had
indicated that the present erisis in the developing countries was the result of &
drastic increase in prices of essential imports which indicated a failure in areas of
commodity trading. A piecemzal approach would not help to solve those problems. There
had to be equitable and remunerstive vrices. Many developing countries would become
importers and woulld thus obiain some gains in the form of lower prices, but that was
true of one commodity only. ™he solution was to ensble the metal-imporiing developine
countries to obtaian gains through reasoneble pric=s, and in that connexion, price
fixing of slated commodities would not be enough. On the assumption that an equal
price relatior:hip was the only solution to the problem, UNCTAD envisaged s progremme
for all primary commodities in order to improve terms of trade. That approach had not
been spelt out in the reports because there was significant resistance from delegations

vwhich felt that it would create an element of world inefficiency.

/.!.
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(Mr. Arsenis, UNCTAD)

There was a new awareness that neglect of commodity trade was not in the long-=term
interest of consuming nstions end the Secretariat of OECD, in discussing inflation in
its member States, had stated that the current crisis showed that prices which
remained too low for too long endangered future supplies in the long run.

With respect to the possibilities of long-term commodity errangements, both
producers and consumers felt that stable prices would be of benefit to 8ll and the
Secretary-General of UNCTAD had proposed a broad commodity approach to stabilize

prices at an equitable and remunerative level.

The CHATRMAN thenked the representative of UNCTAD for appearing before the

Committee and said that members were gratified to leern that a representative of thet

orgenization would be present throughout the gsesaion,

The meeting rose at 5,50 PoMs
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